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DEPOSITED BY THE Z 
UNITED STATES OF AMERICA 


NOMINATION OF EARL FREEMAN HASTINGS 


THURSDAY, FEBRUARY 16, 1956 


Untrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SECURITIES, 
Washington, D. C. 

The subcommittee met, pursuant to notice, in room 301, Senate 
Office Building, at 10:15 a. m., Senator Herbert H. Lehman (chairman 
of, the subcommittee) presiding. 

Present: Senator Lehman. 

Also present: Senators Hayden, Robertson, Frear, and Bush, 

Senator Lenman. The hearing will please come to order. 

We meet to consider the nomination of Mr. Earl F. Hastings, to be 
a member of the Securities and Exchange Commission. 

Is Mr. Hastings here? 

Mr. Hastines. Yes, sir. 

Senator Lenman. We will call on-you in just one moment, Mr. 
Hastings. 

We are very glad indeed to have the senior Senator from Arizona 
here. Senator Hayden, we will be very glad to hear from you: 

Senator Haypren. Mr. Chairman, it is my understanding that. this 
vacancy to be filled on the Securities and Exchange Commission must 
be filled by a Democrat, and in order to certify to the fact that Mr, 
Hastings is a Democrat, I want to file a letter from Mr. Stephen W. 
Langmade, the Democratic national committeeman from Arizona. 

I have also a resolution adopted by the Maricopa County Bar 
Association, made up of both Democrats and Republicans, certifying 
to the competency of Mr. Hastings and respectfully and sincerel 
recommending that said appointment be confirmed and that. all 
possible effort be directed toward that end. 

Then I have a letter here also from the members of the appropria- 
tions committee of the Arizona State Senate, also made up of 
Democrats and Republicans, recommending Mr. Hastings very 
highly. 

I would like to place these documents in the record. 

Senator Lenman. There being no objection, so ordered. 

(The documents referred to follow:) 

PHoEntrx, Ariz., January 26, 1956. 
Hon. Gart HAYDEN, 
Senate Office Bui'ding, 
Washington, D.C. 

My Dear Senator: Earl Hastings has received an appointment to the Securi- 
ties Exchange Commission subject to Senate confirmation. It is my under- 
standing that this appointee must be a Democrat and that, further, the Senate 
committee has been investigating as to whether or not the person recommended 
for appointment.isa Democrat. This, I think, is sound policy. 


I haye known Earl Hastings personally for a number of years and Earl .is: a 
Democrat and, as further evidence, he has received his present appointment, as 
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securities director for Arizona from a Democratically controlled corporation 
commission; further, he has always registered Democrat. 

I personally recommend Earl Hastings to you for confirmation and feel that 
he will be an asset to the Securities Exchange Commission and will be of benefit 
to our State. 

Should you wish to show this letter to Senator Fulbright, you are free to do so 
and, should he need any additional information as to Earl’s party loyalty or 
capabilities, I will be glad to submit them. 

With my best personal regards, I am 

Yours sincerely, 
STEVE LANGMADE, 
Arizona Democratic National Commiiteeman. 


Maricopa County Bar AssociaTion, RESOLUTION oF Boarp or Drrecrors 


Whereas Earl F. Hastings has been nominated by the President of the United 
States to a position as a member of the Securities and Exchange Commission of 
the United States; and 

Whereas said nomination is subject to confirmation by the Senate of the 
United States; and 

Whereas in the opinion of this board, the said Earl F. Hastings has demon- 
strated, as director of securities for the State of Arizona, his excellent qualifications 
and ability in the field of security transactions: Now, therefore, be it 

Resolved, That this board, after careful consideration, does most respectfully 
and sincerely recommend to the Senators and Representatives of the State of 
Arizona that the said appointment be confirmed and that all possible effort be 
directed toward that end. 

Done in regular meeting of said board, this 23d day of January, 1956. 


Ross D. Biaxvey, Secretary. 


Arizona State SENATE, 
Phoenix, Ariz., February 1, 1956. 
Hon. Cart HAYDEN, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear Senator Haypen. Mr. Earl Hastings, director, securities division, 
Arizona Corporation Commission is, as you may know, seeking the position of 
Commissioner on the Securities and Exchange Commission. 

We would like to recommend him very highly. We have known Mr. Hastings 
personally for some years. And, in our capacity as members of the Arizona 
Senate appropriations committee, we have had occasion to contact him on many 
matters. His appearance before the appropriations committee in the matter of 
the budget for the securities division has further convinced us that he is an able 
administrator and that his honesty and integrity cannot be questioned. 

Your sincere consideration of Mr. Hastings for the position he seeks will be 
very greatly appreciated. 

With best wishes and kind personal regards, we are 

Sincerely, 


Arizona Senate Appropriations Committee: Robert W. Prochnow, 
Chairman; Neilson Brown, Vice Chairman; Ben Arnold, Member; 
Hiram 8. Corbett, Member; Joe Haldiman, Jr., Member; 
Robert E. Morrow, Member; Marshall L. Simms, Member; 
Raymond H, Thompson, Member; Ray Vyne, Member. 

Senator Haypen. I hope the committee will confirm him. 

Senaior Lenman. Thank you very much for coming, Senator, 

Mr. Hastings, will you be seated? 

Mr. Hastings, we are very glad indeed to welcome you here. 

I do not know whether you have any prepared statement. 

Mr. Hastincs. I have not, sir. 

Senator Lenman. We would be very glad to hear from you as to 
your experience, your qualifications, al if you have a biographical 
sketch with you, I of course will want, to put that in the record. 

Mr. Hastings. I have submitted one. 
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Senator Leaman. Your biographical sketch will be placed in the 
record, 


(The biographical sketch of Mr. Hastings follows: ) 


BIOGRAPHICAL SKETCH OF EARL F. HASTINGS 


Residence: Route 1, Box 744, Glendale, Ariz. 

Born: April 27, 1908, at Los Angeles, Calif. 
Education 

Preparatory schools: Clifton, Globe, and Phoenix, Ariz., and American School 
Foundation, Mexico Federal District. 


College: Texas Western University (1929-30) and University of Denver 
(1930-32). 


Undergraduate activities: Debating and drama clubs (Pi Epsilon Delta, 
honorary dramatic fraternity); student assistant to head of department of 
economics. 

Professional status 

Registered professional engineer (Arizona certificate No. 796). 
Occupational record 

1932-41: Consulting engineering and/or managerial assignments including 
Arizona Molybdenum Corp., Pioneer Mining Co., International Mining Corp. 
(New York), De Lamar Milling Corp. (Idaho), General Engineering Corp. 
(Utah); director or partner in several closely held small mining and reduction 
enterprises (Arizona) and building maintenance business (California). 

1941-42: Hawaiian Constructors, military installation on Oahu, T. H. 

FP 1942-45: Projects engineer, department of mineral resources and personnel 


division, Aluminum Corporation of America, Phoenix Tube & Extrusion plant 
(Arizona). 


1945-47: Manager-director, Western Perlite Corp. (Arizona). 

1947-49: General partner, Darlington, Hastings & Thorne, industrial con- 
sultants and managers (including management of Western Perlite Corp. and raw 
products division of Lewin-Mathes Company of St. Louis). 

1949-56: Director of securities, Arizona Corporation Commission, Phoenix. 


Family status 
Married Virginia M. Crowfoot, of Tucson, Ariz., November 1934 (deceased 


February 1944); 2 sons, Michael Earl 20, and Lewis Beach 18, both in military 
service. 


Married Virginia R. Chapman, of Phoenix, May 1945; 2 sons, Ronald Ray 4, 
and Gordon Gene 2. 

Senator Leuman. Proceed in the manner that seems desirable to 
you. 

Mr. Hasttnes. I am presently employed as director of securities of 
the Arizona Corporation Commission in Phoenix, a position which I 
have held since 1949, at which time the position was created by 
statute. 

The job there was one which required the drafting of a complete 
new code and providing for its administration and enforcement. That 
was accomplished, and the code has been in effect since 1951. 

During the course of the preparation and drafting of that code, we 
relied heavily upon the Federal Securities Act that our local enforce- 
ment might be integrated with the Federal enforcement agencies, 
both for their benefit, our benefit and for the benefit of all of those who 
would be subject to the rules of either or both, so that we might 
achieve a maximum uniformity. 

I think that that has been accomplished, and in accomplishing it, 
it did give me—— 

Senator Leaman. May I ask you to talk into the microphone? 
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Mr. Hasrrnes. It did give me a little broader knowledge of the 
Federal act than I would have had under the ordinary State adminis- 
tration. 

Just prior to the time of my association with the corporation com- 
mission, | was engaged as a partner in my own firm, Darlington, 
Hastings «& Thorne, “industrial consultants in the city of Phoenix, 
making surveys for various industries and entering into management 
contracts for various industries. 

That work entailed a great deal of corporate finance, not of the 
public-offering type but w orking out the problems of various corpora- 
tions. I think that my last 10 years’ experience is particularly appli- 
cable to the present situation and circumstances. 

Senator Leaman. Will you describe your duties as director of 
securities of the Arizona Corporation Commission? 

Mr. HasrinGs. I have full powers of administration of the act and 
its enforcement. The corporation commission is a constitutional 
body, and, by authority of law, it is able to delegate a major portion 
of that authority to the director, which it has done. So that my job 
not only involves the actual office administration but also policy- 
making matters. 

There being a small staff, it has necessitated my engaging in some 
of the actual activities at grassroots level—investigations and exami- 
nation of applications and so forth. 

So that I feel that I have a rather solid foundation right from the 
bottom through to the policymaking aspect of it. 

Senator Leaman. I notice that your business experience has 
consisted of work for various mining companies. Do you feel that this 
would predispose you in favor of such companies? 

Mr. Hasrinos. I do not think so, and, in fact, probably to the 
contrary. I have not found it to be a bar under my present job on the 
State level. I thas been very helpful in evaluating not only the mining 
companies but the same analytical habits that are formed in the 
engineering type of evaluation have been applicable to other industrial 
applications which have come before me. 

I think my record with the State will indicate that I have been a 
little more strict than usual with the mining industry. Our powers 
to issue cease and desist orders have been invoked frequently with 
respect to these so-called fly-by-night companies, but on the other 
hand, have not impaired the opportunity of the legitimate operator 
to obtain capital. 

Senator LeHMan. Well, I understand that the SEC is now consider- 
ing rules, an amendment to their rules which were adopted some time 
ago, which would appear to impose stricter regulation on mining 
companies than on other companies. Do you feel that mining com- 
panies should be more strictly or less strictly regulated than other 
companies 

Mr. Hasrines. They should be more strictly regulated, as to those 
in the exploratory and development stage certainly, and we have done 
so in the State with a considerable degree of success. The contemp- 
lated rules of the SEC are very similar to those which we have been 
using for a considerable period of time, and it has served to stifle some 
of the more unhealthy type of operations and still not impose an undue 
burden upon the legitimate operator. 
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Senator Leuman. What kind of securities did. you administer in 
Arizona? Were they both industrial and mining and railroad? 

Mr. Hastine@s. All securities. 

Senator Lenman. All of them? 

Mr. HasrinGs. All securities. 

Senator Roperrson. Mr. Chairman, if you will yield there on a 
question about regulated securities of mining companies? 

Senator Lenman. I would be very glad to. 

Senator Ropertson. That brought to mind a mining company in 
one of the Western States. I do not remember what one. But it 
was called the Pioche mine, which was supposed to be a very rich 
silver-mining company. Shortly after World War I, when the farmers 
of Virginia during the war had made a little extra money, my section 
of Virginia was flooded with stock from the mine with the most glow- 
ing prospectus. All the farmer had to do was invest in that and he 
was going to get rich overnight. 

It was absolutely worthless. It did not produce an ounce of silver. 
It was a flim-flam from start to finish. But at that time we had no 
protection. 

In recent years I have heard a good deal about the sale of penny 
stocks. Some of them are mines in Canada or maybe Alaska—lI do 
not know—or Hawaii. The average investor has no chance in the 
world of finding out anything worthwhile about the real productive 
capacity of the « organization. 

That is the reason I was interested in your question, Mr. Chairman, 
as to whether or not the securities offered by mining companies, and 
especially new ones, should not be very closely scrutinized, because the 
average investor is just wholly unprepared to find out anything worth-. 
while about them. 

What would be your mental attitude about a stock issue with a 
glowing prospectus and so forth, presented to you by some new com- 
pany that they wanted to put on the market? Should you go very 
fully into that to see whether there was a real foundation and make 
them put the facts in print big enough for the average man to read? 

Mr. Hasrtines. The mortality rate of mining companies in the 
exploratory stage is extremely high. On the offerings of the small 
mining companies which entail a loss, an ultimate loss arising out of 
lack of ore rather than misappropriation of funds is sometimes to be 
anticipated, and the only manner in which you can segregate the 
legitimate losses from the illegitimate losses is by very care ful se rutiny, 
not only of the original application but during the course of the 
operation and at the conclusion of the offering. 

I am not proposing specific policy, you understand, but it is one of 
the things that has been done, because you cannot always forecast 
from the inception what the outcome of those will be. 

Senator Rospertson. That is all, Mr. Chairman. 

Mr. Hastings. Does that answer your question, sir? 

Senator Ropertson. Well, partially so. 

Senator Lunman. I understand that you administered the so-called 
blue-sky law. 

Mr. Hastines. That is right, sir. 

Senator Lenman. That gave you the right—-I am drawing now on- 

my recollection of a good many years ago—to stop the offering of 

certain securities within the State of Arizona. Is that correct? 
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Mr. Hastinas. That is correct. 

Senator Leaman. I do not believe that that mght is inherent in the 
rules or the law itself affecting the administration of the SEC. Do 
you believe that the national law should be amended so that a similar 
discretion is reposed in the SEC so that some of those obviously 
fraudulent securities could not be offered or sold? 

Mr. Hasrines. On the smaller issues, under regulation A there is 
a stop-order device whereby those may be stopped. Absent full 
registration, the only recourse is in the courts, and that is sometimes 
time-consuming. An administrative agency should, I believe, be 
endowed with ample powers to perform whatever functions and duties 
are imposed upon it and do them quickly. Delay in securities matters 
is very costly. 

That would not be an unreasonable power for the Commission. 

As I say, in respect to the smaller offerings, my understanding is 
that they can issue a stop order upon hearing and avoid a continuation 
of an offering under that regulation. And that regulation covers a 
large proportion of those small mining issues and penny stocks. 

Senator LeHmMan. But does it involve only the mining issues or 
does it also involve industrial issues? 

Mr. Hastinos. All issues. The authority covers all issues. 

Senator LenmMan. What is your thought with regard to giving 
powers to the Securities and Exchange Commission similar to those 
granted to the commissions in some of the States, some of the more 
advanced States, as far as securities offerings are concerned? 

Mr. Hasrtines. | think it is a proper power for a commission of 
this kind and consistent with the duties and obligations which are 
imposed upon it. 

Senator Lexman. Would you think they should be given the same 
powers that now are inherent in the Arizona law? 

Mr. Hastines. That one power. There are other powers that are 
inherent in the States 

Senator Leaman. I am talking about that one power. 

Mr. Hastines. Yes, sir. I would see no objection to it at all, sir. 
I think it would be helpful to their administration. 

Senator Ropertson. May I ask how long you have had “blue sky” 
laws in Arizona? 

Mr. Hastings. We were one of the first three States in the United 
States to have it. The first “blue sky’”’ law was enacted by the first 
session of the first Legislature of the State of Arizona in 1912. How- 
ever, the law—— 

Senator Ropertrson. You beat me by 4 years. I sponsored the 
first one in Virginia as a member of the State senate in 1916. 

Mr. Hastines. However, ours was rather antiquated—— 

Senator Rosertson. I do not claim mine was perfect. It certainly 
did not prevent a lot of suckers from getting caught. 

Senator Leaman. To whom is the Commission responsible? The 
executive or the legislative branch of Government? 

Mr. Hastings. It is responsible to the legislative branch. Although 
it is a quasi-judicial body, the philosophy of the law was set out in 
the reports of Congress preceding the enactment of the legislation. 
The Congress has the power to change and modify the Commission’s 
autherity. They act quasi-judicially subject to the power granted 
by Congress. 
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Senator Leuman. Of course, the SEC is a bipartisan board. 

Mr. Hastines. Yes, sir. 

Senator LeHman. It is so described in the law. You are being 
appointed as a Democratic representative on the board? 

Mr. Hastinas. Yes, sir. 

Senator Leuman. I understand that in the past—and today, as a 
matter of fact—the Chairman has the power to appoint men to 
various staff positions. That these appointments are not brought 
for consideration and action to the whole Commission but the appoint- 
ments are made by the Chairman. Do you consider that sound in 
view of the fact that the board is a bipartisan board? 

Mr. Hastings. It was my understanding, perhaps mistakenly, that 
the key positions do require action by the Commission, a majority of 
the Commission, and that the other positions are filled in other 
manners. 

I can only say that it is a 5-man Commission, and obviously the 
purpose is to have 5 viewpoints and 5 persons keeping check on the 
situation, and, therefore, each Commissioner should have an oppor- 
tunity to express his views on any subject that would be of material 
nature in the administration of the agency, recognizing, of course, 
there must be a Chairman too. 

Senator Leman. Well, as bipartisan and nonpartisan, which is, of 
course, supposed to be the makeup of the Commission, do you feel 
the appointments to the staff positions should be free of political 
questions, political interest? 

Mr. Hastines. Absolutely, sir. 

Senator Lexman. Well, if the Chairman, whether he was a Demo- 
crat or a Republican, sought to appoint a man whose chief qualifica- 
tion was that he was a member of his party, would you feel it your 
duty to speak ovt and oppose that appointment? 

Mr. Hastrines. Yes, I would. 

Senator LEHMAN. On issues which affect the public interest, would 
you assert your own individual view regardless of pressures from the 
SEC Chairman or others? 

Mr. Hastines. Yes indeed. 

Senator Leyman. In other words, what I am trying to establish is 
your point of view on your adherence to the principle that it is supposed 
to be a bipartisan, nonpolitical Commission. What | am interested in 
is getting men on that Commission who are independent themselves 
and who will speak out. 

Mr. Hastines. Well, I think the purpose of a commission rather 
than a single individual administering an agency-—— 

Senator Lenman. I did not get that. 

Mr. Hasttnes. I say I think the purpose of a commission, a multi- 
ple-member commission, rather than a single individual as adminis- 
trator of an agency, is to get a diversification, or cross-section of 
opinion I should have said, and that all matters should be aired before 
the entire Board. Of course, a majority would have to rule, but each 
person is entitled to register a minority objection. That is the func- 
tion of most boards, it is my understanding, or at least those with which 
I have been familiar. 

Senator Leaman. You have testified that you have represented -or 
acted in a consultative capacity for a great many mining companies 
and undoubtedly handled their securities as a member of the firm of 
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which you were a member. Iam advised—I do not know whether it 
is a fact or not—that you did work for large companies, not neces- 
sarily mining companies, such as the Aluminum Corporation of 
America. Would the fact that you had had business relationships 
with them and had worked for them prejudice you in their favor? 

Mr. Hastinas. No, sir. My position with the Aluminum Co. 
was in the personnel division of one fabricating plant, was entirely 
disassociated from the management of the company, and was a tem- 
porary wartime expendiency. 

| have no feeling whatsoever toward that company. 

I would, Senator, like to comment on one thing, however. You 
mentioned that I had been a consultant for mining companies and 
possibly handled their securities. I wanted to make it clear for the 
record that the only mining companies with which I have ever been 
associated have all been closed corporations, and none of them has 
ever made a public offering, and none of them is currently in existence 
in such form that they are likely to hereafter ever make a public 
offering of securities. 

Senator LeHmMan. I mentioned only the Aluminum Co., but I 
notice on your biographical sketch that you have been consulting 
engineer and held managerial assignments in many companies, includ- 
ing the Arizona Molybdenum Corp., Pioneer Mining Co., International 
Mining Corp., De Lamar Milling Corp., General Engineering Corp., 
and others. The fact that you had these connections would not 
affect your judgment? Or your course of action? 

Mr. Hastines. No, sir. 

Senator Leaman. Do you know how you were nominated, how it 
happened you were nominated for the position? 

Mr. Hasrrnas. I do not know, sir. 

Senator Leaman. Well, somebody must have recommended you. 
I do not imagine the President knew you personally. 

Mr. Hastings. I only have been told, and not officially, that they 
were attempting to locate a State administrator and that my name 
came up in that connection, and who or how it came up I have no 
way of knowing. 

Senator Leaman. Are you familiar with the so-called over-the- 
counter bill which is now pending before this committee? 

Mr. Hasrtrnes. Yes, sir. The general principles. 

Senator Leaman. Do you favor the principle that securities sold 
in the over-the-counter market should be subject to the same investor 
protections as securities sold on stock exchanges? 

Senator Rosertson. Mr. Chairman, I have the right to object to 
that. I think you are putting this witness in a rather embarrassing 
position asking him to tell us what we ought to do on a bill that we 
have not acted on. 

Personally, I am willing to consider the evidence that has been 
presented, but I have got to be shown whether there is any necessity 
for that law myself. I do not think it is quite fair to this witness to 
make him take a categorical stand either for or against legislation on 
which we may be badly divided ourselves. 

i do not think that he is in a position to fix the congressional policy. 
He will administer that act if we see fit to enact it. But until we do, 
I with all due deference suggest that*he should not be compelled to 
tell us what to do on that particular bill. 
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Senator LeHMan. Well, of course, if the Senator from Virginia 
objects I shall withdraw the question. But | do want to point out 
that my question simply was addressed to the subject of whether 
securities sold in the over-the-counter market should be subject to 
the same investor protections as securities sold on the stock exchange. 

Senator Rosertson. | think, as a State administrator he has never 
had this issue before him, I do not imagine, and if you would ask him, 
“Would you give the same careful consideration and administrative 
efficiency to this new law if we put over-the-counter securities under 
your control as you do the others?” that would be all right. 

If he says, “I have no preconceived objection to the bill; if the 
Congress passes the bill, I am going to carry it out the best I can,” 
if he will do that [ think that is as far as we should go. 

Senator Leaman. I take it for granted he would carry out the 
legislation enacted by the Congress and the President. But I am 
not going to pursue the subject any further. 

I do want to point out, however, that, if my recollection is correct, 
we did ask the Chairman of the SEC his opinion as to the soundness 
of the proposed legislation. It was only an expression of opinion. 

Senator Ropertson. If you call an expert witness on that matter, 
that would be something different. 

Senator Leaman. I was trying to qualify this man as an expert. 

Senator Ropertson. I do not think—— 

Senator Leuman. I do not think it is important. I am not going 
to press the subject at all. I withdraw the question. 

I do not know whether you are qualified to answer this, and I am 
not quite certain of my facts, but I understand that under the former 
rules of the Commission it was possible for any stockholder to present 
to a stockholders’ meeting for vote any proposal previously submitted 
which received 3 percent of the votes at the prior meeting. I believe 
this has been changed so that in some instances it is necessary that the 
proposal receive at least 10 percent of the votes at a prior meeting to 
permit the matter to be raised again. Do you believe that this and 
other changes made at the same time in the proxy rules to favor 
management over stockholders who wanted to present a proposal to an 
annual meeting were in the best interests of an impartial administra- 
tion of the proxy rules? 

Mr. Hastines. I am not sufficiently familiar with the details of the 
proxy rules and their overall application to be able to give an opinion 
on any one facet. I recognize the abuses that have occurred from time 
to time in proxy matters, and I can only say that should the change 
which you have just read prove to be one which would serve to cure 
those abuses I would be for it. I think each item must be read and 
integrated with the rest of the rules and can hardly be isolated for 
comment, particularly when, for myself, I am not too familiar with 
the background and the research which has been done on the subject. 

Senator Leaman. Well, 10 percent, of course, in the case of the 

eat companies would require a tremendous number of votes to have 

een cast in favor of a proposal, and it probably—at least in my 
opinion—would in may instances prevent the question being brought 
before the stockholders’ meeting at all. 

_ Mr. Hastines. Ten percent in many instances is virtual control, 
and a reduction in the amount might be the means of assuring a dis- 
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semination of the information and bringing the matter before the 
stockholders. 
| may have misunderstood the first part of the question and might 


not be giving an answer which I could give. I am not trying to 
avoid 


Senator Leaman. I will explain my question a little bit more in 
detail. ‘The former rules provided that it was possible for any stock- 
holder to present to a stockholders’ meeting for a vote any proposal 
previously submitted which had received 3 percent of the votes at a 
prior meeting. Now, I understand, that has been changed to 10 per- 
cent. That seems a pretty big jump to me. It would seem to me it 
would exclude the possibility of many questions being brought before 
a stockholders’ meeting, at least in the case of the larger companies, 
the companies with a large number of shares outstanding. It would 
be pretty hard in the case of a company with 50 million shares of 
stock. If they were all represented, it would require 5 million shares 
to have been cast in favor of the proposal. Previously it was only 
3 percent, not 10 percent. 

I wondered whether you had any views on that subject. 

Mr. Hastines. It would appear to be a very large jump, and I do 
not know what the purpose of the change would be, but inasmuch as 

10 percent can be virtual control it would exclude business which 
might properly come before it. And subject to acquisition of some 
other information which would substantiate or give a reason for that, 
I would concur that it does not appear to be proper. 

Senator Lenman. If there is no objection, | want to put into the 
record the proxy rule to which I have referred. 

(The proxy rule referred to follows:) 


Rute X—14A-8. Proposats or Security HoLpers 


(a) If any security holder entitled to vote at a meeting of security holders of 
the issuer shall submit to the management of the issuer a reasonable time before the 
solicitation is made a proposal which is accompanied by notice of his intention to 
present the proposal for action at the meeting, the management shall set forth the 
proposal in its proxy statement and shall identify the proposal in its form of proxy 
and provide means by which security holders can make the specification provided 
for by rule X-14A-4(b). A proposal so submitted with respect to an annual meet- 
ing more than 60 days in advance of a cay correcponcing to the first Cate on which 
management proxy soliciting material was released to security holders in connec- 
tion with the last annual meeting of security holders shall prima facie be deemed 
to have been submitted a reasonable time before the solicitation. This rule shall 
not apply, however, to elections to office. 

(b) Tt the management opposes the proposal, it shall also, at the request of 
the security holder, include in its proxy statement the name and adcress of the 
security holder and a statement of the security holder in not more than 100 words 
in support of the proposal. The statement and request of the security holcer 
shall be furnished to the management at the same time that the proposal is fur- 
nished. Neither the management nor the issuer shall be responsible for such 
statement. 

(c) Notwithstanding the foregoing, the management may omit a proposal and 
any statement in support thereof from its proxy statement and form of proxy 
under any of the following circumstances: 

(1) If the proposal as submitted is, under the laws of the issuer’s domicile, 
not a proper subject for action by security holders; or 

(2) If it clearly appears that the proposal is submitted by the security 
holder primarily for the purpose of enforcing a personal claim or redressing a 
personal grievance against the issuer or its management, or primarily for the 
purpose of promoting general economic, political, racial, religious, social, or 
similar causes; or 
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(3) If the management has at the seeurity holder’s request included a pro- 
posal in its proxy statement and form of proxy relating to either of the last 2 
annual meetings of security holders or any special meeting held subsequent to 
the earlier of such 2 annual meetings and such security holder has failed 
without good cause to present the proposal, in person or by proxy, for action 
at the meeting; or 

(4) If substantially the same proposal has previously been submitted to 
security holders, in the management’s proxy statement and form of proxy 
relating to any annual or special meeting of security holders held within the 
preceding 5 calendar years, it may be omitted from the management’s proxy 
material relating to any meeting of security holders held within the 3 cal- 
endar years after the latest such previous submission, provided that— 

(i) If the proposal was submitted at only one meeting during such 
preceding period, it received less than 3 percent of the total number of 
votes cast in regard thereto; or 

(ii) If the proposal was submitted at only two meetings during such 
preceding period it received at the time of its second submission less 
than 6 percent of the total number of votes cast in regard thereto; or 

(iii) If the proposal was submitted at three or more meetings during 
such preceding period, it received at the time of its latest submission 
less than 10 percent of the total number of votes cast in regard thereto. 

(5) If the proposal consists of a recommendation or request that the man- 
agement take action with respect to a matter relating to the conduct of the 
ordinary business operations of the issuer. 

(d) Whenever the management asserts that a proposal and any statement in 
support thereof may properly be omitted from its proxy statement and form of 
proxy, it shall file with the Commission, not later than 20 days prior to the date 
the preliminary copies of the proxy statement and form of proxy are filed pursuant 
to rule X—14A—6 (a), or such shorter period prior to such date as the Commission 
may permit, a copy of the proposal and any statement in support thereof as re- 
ceived from the security holder, together with a statement of the reasons why 
the management deems such omission to be proper in the particular case, and, 
where such reasons are based on matters of law, a supporting opinion of counsel. 
The management shall at the same time, if it has not already done so, notify the 
security holder submitting the proposal of its intention to omit the proposal from 
its proxy statement and form of proxy and shall forward to him a copy of the 
statement of the reasons why the management deems the omission of the proposal 
to be proper and a copy of such supporting opinion of counsel. 


Senator Leaman. Do you know anything at all about the change 
in rules that required a protest to be filed with the Commission 60 
days prior to the stockholders’ meeting? If my recollection is cor- 
rect, the rule required only 30 days’ prior notice of such a protest. 
I believe it is 60 days now. Are you familiar with that? 

Mr. Hastinas. No, sir; I am not, Senator. My work has been 
with the statute rather than with the rules so far. 

Senator Leaman. I have no further questions. I am going to ask 
Senator Bush if he has. I merely wish to congratulate the witness 
on a very frank statement and the ability to say he does not know 
when he does not know. 

Mr. Hastines. Thank you, sir. 

Senator Busn. Thank you, Mr. Chairman. Mr. Chairman, fF ask 
unanimous consent to put into the record at any appropriate place 
a statement from Senator Barry Goldwater of Arizona, a statement 
from Congressman Rhodes of Arizona, a letter from Arthur Davis, 
attorney in Phoenix, a letter from the Superior Court Judge of King- 
man, Ariz., whose name is a little blurred here but can be deciphered, 
I think, and a letter from the Maricopa County Bar Association signed 
by its secretary, and also a resolution accompanying that letter, a 
letter from the Arizona Small Mine Operators Association, and a few. 
relevant press notices concerning the nominee, Mr. Hastings. 

May we have consent to put those into the record? 
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Senator LEHMAN. There being no objection, so ordered. 
(The documents referred to follow :) 


STATEMENT BY Barry GoLpwaTeR, A Untrep States SENATOR FROM THE 
STATE OF ARIZONA 


Mr. Chairman and members of the subcommittee, I sincerely regret my 
inability to be present today for the hearing on the nomination of my good friend, 
Earl Hastings, to the Securities and Exchange Commission. 

However, I would like to commend Mr. Hastings to the consideration of this 
committee as eminently qualified for the high position of an SEC Commissioner. 

You can see from the biographical statement about Mr. Hastings that this is 
true. In addition, I would like to point out that this fellow Arizonan is truly 
self-made. He did not become an engineer solely by graduating from college. 
True, he had some college training in engineering, but his college work consisted 
mostly of economics and business. After leaving college and going into the field 
to work, Earl Hastings learned the engineering profession firsthand and is now 
a qualified mining and metallurgical engineer, having been certified by my native 
State of Arizona as such upon meeting the qualifications which include 8 years of 
experience and training. 

To further substantiate my belief in the ability of Mr. Hastings, I submit for 
the record, and ask that they be made a part of these hearings, copies of letters 
which I have received regarding Mr. Hastings’ nomination. Also, I submit for 
the record three articles from the Arizona Republic of Phoenix, which are indica- 
tive of Mr. Hastings’ standing and ability. 

In conclusion, I would like to say that Arizona is proud ot have Earl Hastings 
nominated for the SEC, and I am sure that the United States will also be proud 
to have him as a Commissioner. Thank you for your consideration and for 
permitting me to place my views before the subcommittee. 


CONGRESS OF THE UNITED STaTEs, 
House oF REPRESENTATIVES, 

Washington, D. C., February 10, 1956. 

Hon. J. W. Fu.sricar, 

Chairman, Banking and Currency Committee, 

United States Senate, Washington, D. C. 


My Dear Mr. CuatrMan: It is my understanding that on February 16 your 
committee will consider the nomination of Mr. Earl Hastings as a member of the 
Securities and Exchange Commission, I would like to take this opportunity to 
respectfully recommend your favorable consideration of this nomination. 

Mr. Hastings has for several years been director of the Securities Division of 
the Corporation Commission of the State of Arizona, and has made the operation 
of this department a model of efficiency and fair dealing. Mr. Hastings and I 
belong to different political parties and therefore my evaluation of his ability is 
not in the least motivated by polities, The Securities Act of Arizona was modeled 
after the act of Congress known as the Securities Act of 1933 and its amendments, 
Mr. Hastings drafted the Securities Act of Arizona. He has fairly and efficiently 
administered the Securities Act of Arizona. 

I have attached to this letter a copy of a resolution adopted by the Maricopa 
County Bar Association which expresses the feelings cf the bar of Arizona as to 
the qualifications of Mr. Hastings. (See p. 13.) 

Respectfully submitted. 

JouHN J. RHODES. 


Rawtins, Davis, Curisty, Kiernman & Burrus, 
Phoeniz, Ariz., January 23, 1956. 
Senator BARRY GOLDWATER, 
Senate Office Building, Washington, D. C. 


Dear Senator GotpwaTerR: The announcement of the appointment of 
Earl Hastings to the Securities and Exchange Commission is certainly a choice 
made upon the basis of ability and an excellent reputation which has been earned 
by him in his position in Arizona. 

There certainly should be no question about confirmation, and I have written 
to Carl today to tell him how much we all think of the job Earl has done here. 

You are to be highly commended for selecting him on the basis of his ability, 
and without regard to political affiliation. 

With all good wishes, I am 

Very truly yours, 
: Arruur M. Davis, Attorney at Law. 
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Superior Court, Monave Country, 
Kingman, Ariz., January 28, 1956. 
Re Ear] F. Hastings. 
Hon. Barry GOLDWATER, 
United States Senate, Washington, D. C. 


Dear SENATOR GoLDWaTER: It has just come to my attention that the Presi- 
dent has nominated my friend, Earl F. Hastings, to be a member of the United 
States Securities and Exchange Commission, subject to confirmation by the 
Senate. 

I cannot tell you how thrilled I was to learn of this or how happy I will be if the 
nomination is confirmed. I therefore write to you without any solicitation in the 
hope you will find it possible not only to support the nomination but to urge its 
confirmation. 

I do this because Earl and I have been freinds for elc.-e on to 25 years. He 
came to Mohave County to take charge of the operations of the Pilgrim Mine 
for my client at that time, Mr. B. A. Laselle. After Mr. Laselle sold the mine 
Earl engaged in several other mining operations here and later on was similarly 
engaged in other parts of Arizona. He was, as I recall, also engaged on some con- 
struction project in Hawaii just prior to World War IT or about that time. 

In any event, I can say further that I used what little influence I possessed to 
assist Earl in securing the appointment as director of the securities division of the 
Arizona Corporation Commission. He got the appointment and has served as 
such continuously ever since. It is a matter of personal pride with me that he 
has filled that job with distinction; I have never heard one word of criticism of the 
operations of the securities division and, on the other hand, have heard much 
praise. 

I think it is a great honor to the entire State of Arizona that the President has 
nominated one of our own people for this important post and I am confident that 
if you can endorse Earl you will never have occasion to regret doing so. 

Trust that your health is good and that you are taking care of yourself with 
your burdensome duties. 

With my very best wishes and every expression of regard, I am, 

Sincerely yours, 
Cuartes P. Eimer. 


Maricopa County Bar ASSOCIATION, 
Phoenix, Ariz., January 24, 1956. 
Hon. Barry GoLpwaATER, 
United States Senate, Washington, D. C. 


Dear Senator GoLtpwaterR: We know that you are directing all possible 
effort toward the confirmation of the appointment of Earl Hastings to the SEC. 
However, with the thought that it might be of some assistance to you, I am 
pleased to forward a copy of a resolution passed by the board of directors of the 
Maricopa County Bar Association on January 23, 1956. 

With best regards, I am 

Yours very truly, 
Ross D. BuaxKuey, Secretary. 


RESOLUTION OF BoarpD oF Directors, MARIcopa County Bar ASSOCIATION 


Whereas Earl F. Hastings has been nominated by the President of the United 
States to a position as a member of the Securities and Exchange Commission 
of the United States; and 

Whereas said nomination is subject to confirmation by the Senate of the United 
States; and 

Whereas in the opinion of this board, the said Earl F. Hastings has demon- 
strated, as director of securities for the State of Arizona, his excellent qualifications 
and ability in the field of security transactions: Now, therefore, be it 

Resolved, That this board, after careful consideration, does most respectfully 
and sineerely recommend to the Senators and Representatives of the State of 
Arizona that the said appointment be confirmed and that all possible effort be 
directed toward that end. 

Done in regular meeting of said board, this 23d day of January 1956. 








14 NOMINATION OF EARL FREEMAN HASTINGS 


Arizona SMALL MINE OPERATORS ASSOCIATION, 
Phoenix, Ariz., January 20, 1956. 
Senator BARRY GOLDWATER, 
Senate Office Building, Washington 25, D. C. 


Dear Barry: We were tickled to pieces to see a dispatch from Washington in 
the Republic this morning that Earl F. Hastings has been appointed as a member 
of the Secruties and Exchange Commission. 

I have known Ear! since he was a little boy as his father was one of the most 
prominent mining men in Arizona. I am sure that the President could not have 
found an appointee where the young man is as outstanding as is Earl. 

He has done a wonderful job here in charge of the incorporating division of the 
Arizona Corporation Commission and we think very highly of him. 

I feel very confident you will do everything possible to get his appointment 
approved by the Senate. However, I wanted you to know that we also approve 
and applaud. Anything you can do to help will be greatly appreciated by us. 

With warmest personal regards, I am 

Very sincerely, 
Cuarues F. Wis. 


[Phoenix, Ariz., Gazette, Jan. 20, 1956] 
UNDER THE Capito, Dome—Goop SELEcTION 


President Eisenhower is credited in statehouse circles with making a top selection 
in appointing Karl F. Hastings to the United States Securities and xchange 
Commission. 

Mr. Hastings has been the capable head of the securities division of the Arizona 
Corporation Commission for a number of years. He has done an outstanding job. 

After the legislature a few years ago tightened and otherwise revamped Arizona’s 
securities law, Mr. Hastings was handed the assignment to administer the act. 

Senator Goldwater was instrumental in getting the White House to nominate 
Mr. Hastings (a Democrat) for the all-important Federal Government position. 


[The Arizona Republic, Phoenix, Ariz., June 1, 1952] 


State INVESTMENTS SarER Now—Arizona’s Buiure Sxy Curer REstTORES 
STatE CONFIDENCE 


By Claiborne Nuckolls 


It wasn’t too long ago that Arizona was a lush playground for promoters of 
shady stocks and all manner of phony speculations. 

Their manipulations extracted uncounted hundreds of thousands of dollars 
from the pockets of a gullible public. 

But that was before Earl F. Hastings come on the scene as chief of the securities 
or blue sky division of the Arizona Corporation Commission. 

Back in 1948 a mining swindle—the almost amazing Constantino Vincent 
Riccardi case—broke. The accompanying disclosures of fraud and scheming 
focused attention on the weakness of Arizona’s securities laws. 

A committee of Arizonians concerned with elevating the standards and integrity 
of the secutities and investment industry drafted a model State blue sky law and 
prevailed on the next legislature to pass it. 

That was the first step toward curbing the machinations of unscrupulous stock 
manipulators in Arizona. 

The next was finding someone qualified to administer and enforce the new blue 
sky code, which set up definite and specifie qualifications for the job. 

The committee recommended a list of qualified candidates, including Soskinge 
The corporation commission in one of its erratic moments, blithely tossed the 
recommendations away and took off at a tangent to appoint someone not on the 
list who didn’t meet the law’s requirements in any way. 

When that word leaked out, the heat was turned on wich such force the com- 
mission promptly rescinded the appointment and chose Hastings instead. 

In the 4 years he has headed the securities division, he has made it a bright spot. 
Hastings stands completely apart from the feuding and fighting that traditionally 
envelops the corporation commission organization. His only interest is in doing 
well the work of his department. 

One of Hastings’ first efforts after becoming its chief was to investigate and 
expose the notorious Road-a-Scope stock-selling scheme which milked Arizona in- 
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vestors of at least $180,000. His spadework, assisted by the Federal Securities 
and Exchange Commission, culminated in filing of Federal charges on which 3 key 
figures in the case were convicted, 1 going to prison and the other 2 drawing pro- 
bation. 

The easy-money gentry, apparently realizing it was no longer healthy to operate 
in Arizona, have steered clear of the State and there hasn’t been a major fraud 
case since. Hastings, however, has haled before him numerous stock companies 
for investigation to make sure their investors’ money was being handled properly 
and everything was on the up and up. 

The sound new securities act plus good administration has had a twofold effect. 

First, the public has had better protection against phonies. Second, there has 
been a heightening of publie confidence that has stimulated dealings in legitimate 
securities and more legitimate offerings are being made in Arizona. This year’s 
stock offerings registered with the State will reach about $75 million. A few years 
ago $10 million in offerings was considered a big year. 

Since adoption of the Blue Sky Act of 1949, no corporation whose stock has 
been registered with the State has gotten into trouble with the law, primarily 
because Hastings is there to see that they don’t get over onto the wrong side. 

He still has some trouble with those who sneak in by night and try to sell stock 
without registering. He claps the irons on them as soon as their activity is dis- 
covered. 

Hastings has a word of caution to offer the public. The fact, he points out, 
that the State registers a certain stock and authorizes its sale does not in any way 
imply that it is guaranteeing the stock or that a buyer will make a profit from it. 
It only signifies, he stresses, that the issuer and seller have complied with all 
requirements of the law and have made a full disclosure of all the facts concerning 
the stock’s validity. 

The Blue Sky chief is well qualified by education and experience for the position 
he holds. He is a registered mining engineer who studied at Texas Western 
University and has managed major mining properties in Arizona, New Mexico, 
and Idaho. 

Before World War II he operated a prosperous building-maintenance business 
in a large west-coast city, contracting to maintain large business buildings. 

Hastings later sold out and went to Hawaii to build installations for the military. 
He was there on Pearl Harbor day and remained for some time to help restore 
Pearl Harbor end build new installations. 

Returning to Arizona, he was with the Aluminum Corporation of America and 
then became one of the organizers of Arizona’s perlite (an insulating and acoustical 
aggregate now widely used in building construction industry) and also was a 
partner in a local firm of business consultants. 

A younger member and a relative newcomer to the State’s official family, Earl 
Hastings already has earned recognition as one of its most competent and valued, 


[The Arizona Republic, Phoenix, Ariz., September 3, 1954} 


Srx Suaecestions OrrerRep as ALERT AGarinst Stock Deats—Security Heap 
Gives CHECKS ON PROMOTIONS 


Six suggestions designed to alert Arizona investors to doubtful stock-selling 
promotions were offered here yesterday. 

They came from Earl Hastings, chief of the State corporation commission’s 
securities division that followed an earlier warning that a multitude of foreign 
corporations, most of them formed to promote uranium deals, are illegally offering 
stock for sale in this State without having registered under the Arizona ‘‘blue 
sky” laws. 

_ in areas having excellent production potentialities, the percentage of 
commercial producers of uranium that survive is usually low, Hastings added. 
“Reliable sources are far from optimistic as to the chances of the small unin- 
formed investor in the uranium field,” he said. 

“Advice to the investor is seldom heeded, but it does appear appropriate that 
the public be cautioned. Here are six suggestions out of a great many that could 
be given: 

ef Find out whether or not securities offered you have been authorized for 
sale under State and Federal laws. (The fact they are registered is no guaranty 


they are a good buy, but if they are not properly registered there may be a reason 
that bodes no for the buyer.) 
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**2. Don’t fall for the ‘sure thing’ or ‘hot tip’ gags. (If the stock is a sure 
thing—if there is any such thing—it is unlikely you would ever hear about it, 
much less have a chance to buy it.) 

“3. Don’t be misled by the fact that some securities are listed on a stock 
exchange. (Listing is no guaranty of value, and only listings on the New York, 
American, and Midwest exchanges are recognized in this State as providing an 
exemption from registration of securities.) 

‘“‘Remember that it can be a long way from the click of a Geiger counter to a 
dividend check, even if nature is bountiful and management competent. 

“5. Remember that a far greater number of people put money into boom 
stocks than take it out. 


“6. Above all, don’t buy unless you can afford to lose.” 
[The Arizona Republic, Phoenix, Ariz., June 6, 1955] 


SraTE CORPORATION COMMISSION AFFECTS POCKETBOOKS OF ARIZONIANS 
+ * * * a a ’ * 


These and their respective heads are: insurance division, George A. Bushnell; 
incorporating, Mrs. Belle J. Lund; motor common carrier, Ophelis Sandoval; 
securities, Earl F. Hastings; rates and tariffs, A. E. Later; utilities, Bernard 
Brown. 

. * * * * * * 

Charged with endorcement and administration of the State’s “blue sky” laws 
is the securities division which serves to protect the Arizona public against dubious 
stock-promotion schemes and outright securities frauds. In this work Hastings, 
recognized as one of the most capable public officers of State government, works 
closely with the Federal Securities and Exchange Commission. 

Although hampered by an inadequate staff, the securities division last year 
made 86 investigations of stock-selling deals, as a result of which 16 cease-and- 
desist orders were issued against the concerns involved and 1 criminal prosecution 
was initiated, now awaiting trial. 

Except for that case, no criminal cases have come to trial under the Securities 
Act since its enactment because, of all criminal complaints filed since then, the 
defendants have either pleaded guilty and have been sentenced, have become 
fugitives, or are deceased. 

~ * * * * * * 


Senator Rornertson. In that connection, would the Senator from 
Connecticut indicate to me the general tenor of the exhibits? 

Senator Busu. Yes. 

Senator Ropserrson. I do not want any details, but are they 
favorable to the witness? 

Senator Busn. There is a story about “Arizona’s Blue Sky Chief 
Restores State Confidence.”’” There is a story in the Arizona Republic 
in Phoenix about Mr. Hastings and the purpose is to show he has 
restored confidence in the State. They are of that order. They are 
complimentary press references to the applicant. 

Senator Ropurtson. I am pleased to have them in the record, 

Senator Busn. Would the Senator like to examine them? 

Senator Rorurrson. No. I did not need personally any more 
endorsement than Senator Hayden’s, because I succeeded Senator 
Glass and Senator Glass once said, “If the Constitution is ever changed 
to give Virginia three Senators, I hope Hayden would be the third 
one.”’ 

Senator Busn. The only question I wanted to ask of the witness, 
Mr. Chairman, is along this line, and if you are. not prepared to 
answer just say so and I will withdraw it. But apropos of the ques- 
tion that Senator Lehman asked you, which he withdrew, about the 
Fulbright bill—and I am glad he did withdraw it because if you are 
going to talk about it you have got to. talk about. the details of it— 
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have you any impression as to whether the Securities and Exchange 
Commission should be given more funds to prosecute fraud and greater 
latitude in the prosecution of fraud in connection with the sale of 
securities? Have you any impressions about that? 

Mr. Hastincs. I cannot answer the question as to whether they 
should have a larger amount of funds because I do not know anything 
about their budget. 

Senator Busu. Well, never mind the funds. Do you believe that 
there is a need for widening their scope to give them more authority 
and wider authority in connection with prosecuting fraud? 

Mr. Hastines. I do indeed. The enforcement part of the Securi- 
ties Act is one of its most important aspects, and I have observed 
that in cases where the enforcement and prosecution closely followed 
the offense that the Commission had a greater opportunity to success- 
fully prosecute and that the impact upon other illegitimate promoters 
was far greater than if there were several years of delay between an 
offense and the prosecution. 

I have also found that to be true on the State level. 

So that any increase or improvement in the enforcement division 
would accelerate the rate of processing. There might not be any more 
cases, but at least accelerating the bringing to a conclusion those which 
are before it would serve a dual purpose for the reasons I just men- 
tioned. Their impact would be far greater. 

Senator Busu. I do not have any other questions. 

Senator Lenman. Do you have any questions, Senator Robertson? 

Senator Ropertson. No; except 1 endorse what the Senator has 
said. My son is with an investment banking firm in Atlanta which 
sells bonds and underwrites bonds. I am sure that it will help every 
legitimate bond issue or stock issue if confidence is placed in the action 
of the Securities and Exchange Commission that authorizes the issu- 
ance. Therefore, due diligence should be exercised in prosecuting 
these fradulent schemes, because not to do so destroys confidence of 
the investing public. 

Senator Busx. I agree with the Senator, and I just observe in a 
general way that while full disclosure is highly desirable as required 
under existing law and all that, I think that there is growing evidence 
that that is not sufficient protection alone, that we have got to be more 
energetic in the prosecution of fraud. I hope that this committee 
later on will in consideration of the Fulbright bill take that under 
advisement and perhaps give them more money for that purpose. I 
have heard very disquieting comments recently about the increase in 
the practice of fraudulent distribution in the markets, particularly 
in the East. 

I have no further questions, sir. Thank you. 

Senator Lenman. Mr. Hastings, without referring at all to S. 2054, 
since there has been some questions raised by my distinguished and 
very able colleague from Virginia, I want to ask you a question as an 
individual, as an expert, as a man who has held the position of director 
of securities of the Arizona Corporation Commission, and as director 
you undoubtedly have been familiar with a great many issues that 
were offered to the public either on the stock exchanges or over the 
counter. 

Again without referring to S. 2054, I want to ask you whether you 
favor or whether you have any opinion with regard to the principle 
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that securities sold in the over-the-counter market should be subject 
to the same investor protections as securities sold on the stock ex- 
changes. 

Mr. Hastines. Yes, sir; I believe that the investor should be pro- 
tected in those instances as well as in others, because there is still a 
possibility of manipulation and all of the other devices which are 
encountered in other methods of offering or trading in securities. 
There are many methods of accomplishing a part of that protection, 
and some of them are employed in some States and some of them are 
not. It is a desirable principle. 

Senator Lexman. In your capacity as director of securities, was 
it not your purpose to protect the investors in over-the-counter 
securities every way possible? 

Mr. Hastines. Yes, sir. 

Senator Lenman. Did you or did you not seek to propose the fuller 
safeguards as proposed now by the exchanges? 

Mr. Hastines. Not comparable to the exchanges, no, sir, because 
we had no regulation over them, but there is a device used in many 
of the States which does curtail or at least make available to the 
investing public some of the basic information of the issuer of the 
securities which are traded on an over-the-counter basis, and one of 
those provisions is written into the Arizona statute. It is not the 
best provision by far. It does not go far enough but it does give some 
semblance of protection to the investor. 

Senator Lenman. Did you require full disclosure of the condition 
of the company and other essential facts before the stock would be 
sold? 

Mr. Hastines. No, sir. In that particular instance there is an 
exemption from registration based upon the fact that the issuer of 
the securities is listed in a manual of securities which gives the po- 
tential investor a neutral source of information. It may not be an 
adequate or a complete source but at least it is a neutral source, and 
that is, with our very limited administrative facilities, as far as we can 
go in the State regulation. 

Senator Leaman. Thank you very much indeed. 

No further questions? 

We will have an executive meeting a little later on. 

Thank you very much indeed. 

Mr. Hastines. Thank you, sir. 

(Whereupon, at 11 a. m., the subcommittee concluded the hearing 
on the nomination of Mr. Hastings.) 


x 








